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The Manufacturer's Purchase Credit (MPC) may be used to satisfy Use Tax or
Service Use Tax liability incurred on the purchase of qualifying "production
related" tangible personal property.  See 86 Ill. Adm. Code 130.331(b).  (This is
a GIL.)

February 2, 1999

Dear Mr. Xxxxx:

This letter is in response to your letter dated December 29, 1998.  The
nature of your letter and the information you have provided require that we
respond with a General Information Letter which is designed to provide general
information, is not a statement of Department policy and is not binding on the
Department.  See 86 Ill. Adm. Code 1200.120(b) and (c), enclosed.

In your letter, you have stated and made inquiry as follows:

We are writing to request a ruling regarding use of the manufacturers
purchase credit.  We operate a small ready mix concrete business, and
over the past two years have spent a considerable amount to update our
plant and also purchase one ready mix truck.  We filed Form ST-16 for
1997 and have $860.66 credit to use.  We will also have some credit
earned for 1998.

Our problem seems to be finding a way to use the credit.  All the
materials (sand, rock, cement, etc.) are exempt as resale items.
Parts for the plant and trucks are exempt from sales/use tax under the
manufacturing exemption.  Consumable supplies on the plant itself are
so minimal that they can't even be considered.  The ready mix trucks,
however, consume substantial amounts of fuel and oil.  The Illinois
Administrative Code, Chapter I, Sec. 130.331, 5)A), states that
vehicle usage will not be considered production related, therefore
possibly ineligible for use of the credit.  However, considering the
special rulings and classification of the ready mix trucks as a
substantial part of the manufacturing process, we thought maybe there
would be an exception.  The special rulings in the past have concluded
that the manufacturing process takes place until the concrete leaves
the chute of the truck at which time the actual sale occurs.
Therefore, one might infer the expenses of the mixer truck are
production related and therefore eligible for use of the credit.

We strive to comply with all the tax laws and would appreciate a
written interpretation in this matter before we attempt such a use of
the credit.  Thank you in advance for your attention and please feel
free to contact us if more information is required.

For general information purposes we have enclosed a copy of 86 Ill. Adm.
Code 130.331, the Department's regulation on the Manufacturer's Purchase Credit.
The Manufacturer's Purchase Credit (MPC) may be used to satisfy Use Tax or
Service Use Tax liability incurred on the purchase of qualifying "production



ST 99-0047-GIL

related" tangible personal property.  See 86 Ill. Adm. Code 130.331(b).  The
credit may only be applied to the 6.25% State rate of tax incurred.

Production related tangible personal property means all tangible personal
property used or consumed in a production related process by a manufacturer in a
manufacturing facility in which a manufacturing process described in Section 2-45
of the Retailers' Occupation Tax Act (35 ILCS 120/2-45) takes place, and all
tangible personal property used or consumed by a manufacturer in research and
development regardless of use within or without a manufacturing facility.  See 35
ILCS 105/3-85 and 86 Ill. Adm. Code 130.331(b)(3).

The Department's administrative rules specifically state that fuels used by
a manufacturer in a manufacturing facility will qualify as production related
tangible personal property.  See the enclosed copy of 86 Ill. Adm. Code
103.331(b)(4).  For example, manufacturers who utilize propane as fuel for
forklift trucks that are used in a manufacturing related process in a
manufacturing facility can use previously earned MPC to satisfy the State portion
of their Use Tax liability on the purchase of that propane.

Therefore, to the extent that the fuel is used in the ready-mix trucks for
the mixing of the cement, it would qualify.  Note that use of the fuel for
purposes other than the manufacturing of the cement would not qualify.

I hope this information is helpful.  The Department of Revenue maintains a
Web site which can be accessed at www.revenue.state.il.us.  If you have further
questions related to the Illinois sales tax laws, please contact the Department's
Taxpayer Information Division at (217) 782-3336.

If you are not under audit and you wish to obtain a binding Private Letter
Ruling regarding your factual situation, please submit all of the information set
out in items 1 through 8 of the enclosed copy of Section 1200.110(b).

Very truly yours,

Melanie A. Jarvis
Associate Counsel

MAJ:msk
Enc.


